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BACKGROUND

Various units within DHSS are service units (providers) that provide for goods
or services to other departnmental units (users) or outside agencies. The
charges are based on rates established to recover the costs incurred in
produci ng the goods or services for users. |If the established rates produce
charges (revenues) in excess of the costs, policies and procedures must be
established to dispose of those excess revenues in a |legal and equitable
manner .

VWhen the provider returns the excess revenues to users, the provider "refunds
revenues," and the user receives an "expenditure refund.” When the refunds
are made for charges in the sane fiscal year, there are no significant
accounting problens. However, the accounting for expenditure refunds is
complicated when the refunds relate to charges made in the preceding fisca
year. 1In the case of GPR refunds, those funds returned in the next fisca
year becone GPR-Earned amobunts subject to Section 16.52 (2) and shoul d, under
usual procedures, be returned to the State CGeneral Fund as a non-appropriated
receipt. (See REVENUES 1.0 for exanples relating to PRO PRS/ PRF
appropriations).

There are alternative nmethods for disposition of excess revenues. 1) Cash
paynents for pro-rated refunds, based on billings, nay be nade to the various
users. 2) The provider may reduce subsequent billings by the refund amunt
due each user. 3) The provider may apply total excess revenues in rate
computations in order to reduce rates for the next fiscal year.

Cash refunding is not desirable due to excessive processing required and the
need to consider delinquent accounts. |[If significant anobunts are invol ved,
adjusting rates for the next year with current excess revenues may not be
equi t abl e because different users could be involved, and the volunme of charges
to individual users could vary between years.

POLI CY
Excess revenues of provider units within DHSS will be uniformy allocated
bet ween users on the basis of billings and should be refunded in the sane

fiscal year that they were generated. Application of refund anmounts to



subsequent billings within the same, or in the inmedi ate succeedi ng, fisca
year is the preferred nethod for refundi ng excess revenues. Any other nethod
for refundi ng or applying excess revenues nust be approved by the Chief,
Speci al Services Section, before it is inplenented.

PROCEDURES

1. Every provider unit within DHSS will review operations quarterly or a
| east annually to determine if excess revenues are accunul ati ng.

2. Ref unds for each user will be conmputed in an equitabl e manner when a
significant anmount of excess revenues has accumul ated. The ratio of
user billing to total billings nay be used to conpute refunds. Whenever
possi bl e, the refund for each user will be applied to reduce the next
billing for that user in the current fiscal year.

3. See Attachnent to REVENUES & REFUNDS 1.0 for proper coding for GPR and

f or PRO PRF/ PRS r ef unds.

4. In case there are extenuating circunmstances which preclude the provider
fromprocessing the refund in the year in which it was earned, an
alternative to giving a refund may be to adjust the next year rates
across the board for all users.
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